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INSURANCE AGAINST NON-EMPLOYMENT. 

No social evil has assumed such acute form or such large 
proportions in so short a time as that of non-employment. The 
problem is not altogether recent. It seems to be a concomitant 
of the rapid changes incident to the present industrial system. 
The more rapid development of mechanical processes, the more 
extensive use of machine-made machinery, the tendency towards 
the elimination of the relatively inefficient workmen from indus- 
try, and the absorption of unoccupied lands, together with the 
recent commercial depression, have resulted in a really ominous 
condition. If it could be believed that the evil is due solely 
to the cause last mentioned, it need attract no particular atten- 
tion, save to provide temporary palliatives. But this comforting 
explanation is hardly credible. It accounts for the present 
acuteness of the evil, but that which previous to the current 
depression was only sporadic promises to become chronic even 
when the epidemic has passed. 

Much attention has been given to palliation of this evil, but 
little to its permanent removal. In previous forms of social 
organization such evils have been met by some application of 
the principle of mutual aid, as in the mediaeval guilds, in their 
modern counterpart, the trade unions, and in benevolent societies. 
These alike fail to reach the difficulty. The functions performed 
by the mutual-aid principle in earlier forms of society are largely 
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undertaken in our present industrial system by insurance enter- 
prises — commercialized applications of the social principle. The 
extensive application of the insurance principle by European 
governments, to provide for sickness, accident, old age, and 
other forms of invalidity, suggests the extension of the principle 
to meet the new evil. Certain experiments, five in all, have been 
inaugurated in Germany, Switzerland, and Italy, but time alone 
will give the experience upon which to found such a general 
system. Most of these attempts have either been instituted by 
the state or assisted by it. Two of the plans are compulsory, 
the remainder voluntary. In America any like application of 
the insurance principle must be upon the commercial basis. 

It is argued by those who are opposed to the present tend- 
ency toward collective action that individual initiative will 
undertake all enterprises essential to social welfare and progress, 
and carry them on more advantageously both for the indi- 
vidual and the group. But there are certain burdens that can 
be borne and certain activities that can be maintained only by 
the group collectively. It has seemed that these could not be 
left to individual enterprise. Yet while such burdens must be 
borne collectively, the individualist has argued that the collec- 
tive action should be initiated and voluntarily carried on by 
individuals. The most prominent of such forms of voluntary 
cooperation upon a purely individualistic basis are the various 
forms of insurance companies. It has seemed that non-employ- 
ment was a form of disability that could not be relieved by an 
extension of this principle carried out by individual initiative, 
and that individual enterprise could never undertake to guaran- 
tee against it. This latter at least is not the case, for with the 
current year a private enterprise for insuring against non- 
employment was launched in Chicago. It is backed both by 
capital and by managerial ability. We offer no judgment upon 
the sufficiency of either factor. In many ways the advantages 
offered by this plan are more promising than those given by the 
collective undertakings of European localities, though they are 
inferior in other respects. 
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The following six attempts, then, are all that have become 
known outside the limited efforts of trade societies to provide 
for their own unfortunate. These are attempts to provide for 
the evil as an inherent one rather than as a temporary inconven- 
ience. The city of Berne, Switzerland, took the initiative in 
January 1893. This system, which, with some modifications, is 
still continued, is upon a voluntary basis. The city of St. Gall, 
Switzerland, established the second in June 1895, in conformity 
with a law passed by the canton St. Gall the previous year. 
This was a compulsory state system and was in operation for 
almost two years. By a plebiscite on November 15, 1896, the 
system was abolished on and after January 1, 1897. This per- 
haps is the most instructive instance. In the early part of 1896 
a system similar to that of Berne was established in Cologne, 
Germany, to operate during the winter of 1896-7. This was 
initiated by private philanthropic agencies, but worked in con- 
nection with municipal agencies, and received a large municipal 
subvention. In May 1896, under the auspices of the Bologna 
Savings Bank, a similar plan was adopted in Bologna, Italy, to 
become effective during the winter of 1896-7. In 1895 the 
grand council of the canton Bale, Switzerland, appointed a 
committee to investigate the subject and submit a plan. The 
committee reported the following year and elaborated a plan in 
greater detail than any previous one. Though the plan was 
approved it has not yet been made compulsory as a govern- 
mental institution. Zurich and Lucerne have also taken steps 
towards formulation of similar systems. The Chicago enterprise 
above referred to, which began business with the current year, 
is the last of these, and is upon a radically different plan. It 
is a purely commercial venture similar to the many mutual-insur- 
ance companies of the United States. 1 

It will be seen from the above sketch that no comparison of 
results can be instituted. But a comparison of the features of 

J This article is in no sense a commendation of the company whose scheme will 
be outlined below. We state such facts as appear, without presuming to pass judg- 
ment upon the responsibility of the organization operating the plan. 
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the plans may be profitable. A feature of initial importance is 
that of the forms of invalidity against which insurance is given. 
In this respect the American enterprise is much more compre- 
hensive than any of the European. All the latter exclude non- 
employment caused by sickness or accident. These are covered 
in most cases by other associations to which the laborer belongs, 
at least if employed. This elimination removes a great burden 
from the association guaranteeing the indemnity. But the 
American workman is not so protected ; and under normal con- 
ditions a large portion of non-employment is due to these causes. 
In 1892 more than one-third of the y.y million German workmen 
insured under their compulsory-insurance law received benefits 
for such invalidity. All of the systems except voluntary non- 
employment as a matter of course ; also when due to negligence, 
incompetency, inebriety, and similar causes within the control of 
the individual insured. Strikes are similar exemptions, in the case 
of the Chicago company including all who are thrown out of 
employment on account of a strike, whether they voluntarily par- 
ticipate or not. The latter company makes one further possible 
exemption which is deemed "extra-hazardous." That is in case 
more than twenty-five persons, members of the association, 
employed by any one person or firm become unemployed at any 
one time by reason of a "shut down" or any other cause. Then 
the total number of beneficiaries is entitled to receive only so 
much indemnity as, twenty beneficiaries would be entitled to 
receive, based on a salary of $40 per month, this being paid pro 
rata. 

All other forms of involuntary non-employment entitle one 
to receipt of benefits, though a refusal to accept work when 
offered is an indication of voluntary non-employment. In the 
European systems departure from the locality invalidates all 
claims. A somewhat similar provision in the American system 
is that a change of occupation or location, without notification 
and approval, to an occupation or location more hazardous or 
uncertain as to permanency renders the contract voidable at the 
option of the association. Delinquencies in all cases forfeit the 
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right to benefits. In the Swiss cases the insured must have paid 
premiums for six months, in Cologne for eight months. In the 
latter case there are requirements for inspection and cancellation 
of stamps used in the payment of dues. In the American plan 
the applicant for insurance must have had regular employment 
for the previous six months. Insurance in anticipation of impend- 
ing discharge is a similar bar to receipt of benefits. 

The terms upon which the insurance is granted are of course 
much easier in European cases, where the government, private 
charity, or the employers contribute ; in some cases all three, in 
all cases at least two of these. The American system must be 
self-supporting and in the long run prove profitable to the pro- 
moters. In this association there is an initiation fee of $3, evi- 
dently to cover soliciting and incidental expenses. In Europe 
there is no initiation fee ; but in Cologne payment of premiums 
for eight months and in Switzerland for six months is a pre- 
requisite to participation. In all the European systems benefits 
begin to accrue only after from five to seven days' idleness. In 
the American case they begin immediately, one day's sickness 
entitling the insured to a proportionate benefit. 

The size of the premium depends upon the amount of benefits 
given and upon the proportion of the support furnished by sources 
other than the premiums paid by the insured. From both 
reasons the premiums of the commercial enterprise are higher 
than those of the others. The commercial enterprise calls 
for a monthly payment of $1 by each insured on the basis of 
a monthly salary of $30 or less, and from those insured on a 
basis of a salary in excess of that sum an additional amount 
each month equal to 1 per cent, on the excess. The indemnity 
is proportioned to the premiums. While out of employment the 
beneficiary receives one-half of the amount taken as the basis 
of the monthly salary upon which the policy was issued, for a 
period of not more than four months out of each twelve, begin- 
ning with the date of his certificate of enrollment. Mention of the 
other benefits is postponed. In the Cologne Association, insured 
workmen pay a weekly premium of twenty-five pfennigs (about 
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six cents). This is done by purchasing stamps and affixing 
them in a cash book. There are further requirements as to pres- 
entation and cancellation of these and relating to reporting 
(twice a day) at the central office while out of work. These 
members are given first consideration by the General Labor Reg- 
istry of the city, with which the association is connected. In 
case work cannot be secured members are entitled to draw a daily 
allowance from the insurance fund for a maximum period of eight 
weeks during the time elapsing between December 15th and 
March 15th. The daily allowance is as follows : For the first 
twenty days on which no work can be obtained a workman with 
a family receives two marks (about forty-eight cents) ; an unmar- 
ried workman receives one mark twenty pfennigs (about twenty- 
eight cents). For the remainder of the eight weeks the allow- 
ance is one-half this sum. 

In the system as first adopted at Berne the dues were forty 
centimes (eight cents) per month. The benefits amounted to one 
franc fifty centimes (about thirty cents) per day for workmen 
with families, and one franc for those unmarried. This was given 
only in the winter months and never for more than two months 
out of the three. As modified in 1895 the dues were raised to 
fifty centimes per month and the benefits raised fifty centimes 
for each class. 

The St. Gall plan called for a contribution varying from 
fifteen to thirty centimes per week according to the wages earned, 
and the benefits varied accordingly. The following table gives 
the plan adopted, though the cantonal law permitted consider- 
able variation. 

Earnings per day Premiums per week Benefits per day 

First class, 3 f r. or less 1 5 centimes 1 fr. 80 cent. 

Second class, from 3 to 4 fr. 20 centimes 2 fr. 10 cent. 

Third class, from 4 to 5 fr. 30 centimes 2 fr. 40 cent. 

Benefits could be drawn for a maximum period of sixty days 
per year. 

The plan elaborated at Bale was as follows : All workmen 
receiving an annual wage of less than 2000 francs ($400) were 
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to be divided into three groups and each group into three classes. 
Their weekly contributions were as follows : 



First group : those engaged in 

mfg. industries, 
Second group : those engaged 

in building trades not subject 

to irregularities, 
Third group: those engaged in 

building trades exposed to 

climatic conditions, 



ist class: earning 
less than 15 fr. 
per week 



2d class : earning 
from 15 to 24 fr 
per week 



3d class: earning 
more than 24 fr. 
per week 



10 centimes 15 centimes 20 centimes 



20 centimes 30 centimes 50 centimes 



30 centimes 45 centimes 



centimes 



The benefits vary from a minimum of eighty centimes (six- 
teen cents) per day for the unmarried man of the first class to a 
maximum of two francs (forty cents) per day for the married 
man of the third class having more than one child younger than 
fourteen years of age. The details are quite complex. Relief 
is given for no more than ninety-one days. 

The case at Bologna is quite simple and relatively unimpor- 
tant. The annual dues are one dollar for those over twenty-one 
years of age, and sixty -six cents for those younger. This must 
be paid between June ist and October 18th. After this date the 
insured is entitled to relief, for not more than forty days begin- 
ning with the sixth day out of work, amounting to twenty cents 
per day if over twenty-one years of age and twelve cents per day 
if younger. 

So far as the insured are concerned these constitute all the 
financial obligations save in one instance. The Chicago associ- 
ation provides that beneficiaries shall be further bound to pay 
upon demand a special assessment of such an amount as may be 
needed to pay the indemnities, benefits, or expenses of conduct- 
ing the business, provided that such total additional assessment 
shall not aggregate, during the period of one year, more than 
one-fourth of the total amount agreed by the beneficiary to be 
paid during such year. It is specified that such assessment shall 
be made, if at all, only in the event of special and unforeseen 
necessity, such as epidemics, disastrous fires, or unusual dis- 
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turbances affecting earners of salaries. The explanation of this 
is that with all the other risks there are sufficient data in the 
experience of other insurance companies to furnish a basis of 
calculation, but there being none for the causes affecting the 
stability of employment, such an elastic clause must be included. 
This, however, is a matter of no little importance to the insured, 
and must be given full consideration in estimating the advantages 
and disadvantages of the plan. 

The table on page 779 gives a comparative view of the advan- 
tages and disadvantages of all the systems from the standpoint of 
the insured workman, taking the maximum premium and bene- 
fit as a basis. 

It appears that the Swiss systems, which are much more scien- 
tifically elaborated, afford the greatest advantages to the insured, 
so far as the ratio of premiums to benefits is concerned. While 
with the highest paid laborers the ratio rises above 10 per cent., 
yet as a rule it falls below that figure. With the Bologna system 
the ratio is above that figure, while with the Cologne system it 
is far above it. In fact it is considerably higher than with the 
American commercial system. With the former the variation is 
from 1 9. 1 per cent, to 31.6 per cent.; while with the latter, even 
including the possible assessment, the variation is from 1 1 per 
cent, to 25 per cent., or without the assessment from 8.8 per cent, 
to 20 per cent. In respect to the American laborer it is evident 
that a well organized and conducted system of mutual aid would 
accomplish the same result with less sacrifice, but experience has 
demonstrated the futility or at least the insufficiency of these for 
the present at least. Systems such as those adopted in Europe 
are even more inadequate. It is true that the practical point to 
be considered in each case is not so much the advantages rela- 
tive to foreign systems as the advantage compared with that 
which actually or potentially exists in the same society. Yet 
this consideration is one aside from our present purpose. 

One point of difference is to be noted, and it is characteristic 
of the different principles upon which the institutions are 
founded. The American plan, based upon commercial principles, 



INSURANCE AGAINST NON-EMPLOYMENT 



779 



o, 
o 

TO 

3 



p> 



W 

)H ft) 



W 



o 

so 



o 



TO 
3 



o 



3 O B o- 

11 II 



£ a s. B B i 



3. 






3 3, 

FT fr, 



4 3 * 



t> 


o o o o 


S 3 
8 g 


13 13 13 13 
n (t (b (b 

H *t *t >-J 


f^TO 
13 


UOUI 
UOUI 
UOUI 
UOUI 



H,n,», M 



§ fc> § " 
» O S M 

S'^ B.T5 
B » 3 2 
a ^ S 

3 iSf 



B s B 3 

C. tn a- • 

313 3 13 
S 2 5 2 



tS. !Kt 



2 2" 

to rt tt 
B B B 



13 ST 

• 

"1 13 

p •-( 
I. * 



13 2. 



13 3ih him h 

•~£3 S °S 

w » H "-1 

P » Mi « 3 ^ 



to O o 



-au> 


to ^ 


Ln O t/i t/i 


O O 


O O 


O O 


O O 




<n a> 


rt> fT> 


>-i «-t 


^t *1 


3 3 B 3 





O O 





4^ 


B 


g 


O 





l-h 


B 








tr 


N 


en 



O. 


O. 


O. 


& 


A. Pj O* 


1" 


ff> 


fi 


SI 


p p p 


■-< 


>■< 


>■< 


■^ 


V! ^ >-<- 








Ui 





2,3' 

n P 



HH_H l-h °* 



<?\Ui Ja. JO 
OOOO 



i.p 

He 
3 E. 





2.9. 
CT-2.t> 




«*C g 


^ 


S35 

& OT C 


OJ W M l-H 


W O "^J Ln 


JSU- 


OiJaM 






3 »»o 



















VO ^J «vj 4* 



* 0-00 °" N ~ " g 



o to o a* 
poop 
b b b b 



Hi 

a B 5 

01 — p 



h N M 



9 s P° 

to oj 



WWW 

OOOJ Ji. O 




00 M 


a 5 





H 








r>fi £ 


M fH M M 


sal 

G a 3 




tn at 


r.s s 














g. 



780 THE AMERICAN JOURNAL OF SOCIOLOGY 

offers greater advantages as one is in receipt of higher salary 
and pays a larger premium. With the European systems the 
reverse is invariably true. In Berne and Cologne, to be sure, the 
distinction is that of being married or not, yet the premium 
being the same it is equivalent to a distinction in the amount 
of income. As might be expected there is a great divergence as 
to the absolute size of both premiums and benefits, in the Amer- 
ican case both being far larger. As to the ratio of premiums to 
wages the relation can be determined only in three cases. In 
the Chicago system the ratio varies from 1.4 per cent, to 3.3 per 
cent.; in the St. Gall system from .8 per cent, to 1.2 per cent.; 
in the Bile system from .66 per cent, to 2.5 per cent. The 
relative merits in this respect are quite similar to those elabo- 
rated above. And, as with the above, the American system dis- 
criminates in favor of the one with the larger income, while with 
the European systems the reverse is the case. 

Such a comparative study is quite misleading without consid- 
eration of the sources of the funds. The commercial company, as 
a matter of course, has no source of support save the contributions 
of members, though guaranteed by private capital as an invest- 
ment. The Cologne Insurance Society receives funds from four 
sources. First, the contributions of those insured. Second, 
from subscriptions of members of the society. This member- 
ship is acquired by the annual payment of five marks. Work- 
men not desiring insurance are allowed to become members 
upon the payment of three marks in twenty-five pfennig 
monthly installments. Third, from the subscriptions of employ- 
ers, societies, clubs, etc., which may become honorary members 
upon the payment of any sum not less than 300 marks. Fourth, 
from the city of Cologne. In this way 40,000 marks were 
accumulated before the payments of benefits were begun. Since 
the first period of operation (December 15, 1896, to March 15, 
1897) has not expired, no comparison of contributions of the 
insured with contributions from all other sources can be made. 

As stated above, the Bologna system was instituted by the 
Bologna Savings Bank, which appropriated the interest upon 
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$40,000 of government bonds. No data for further comparison 
are at hand. The Swiss systems all receive state aid. The con- 
tributions at Berne were as follows: for 1893-4, membership 
fees, 1 125 francs; employers' contributions, 949 francs; dona- 
tions, 1005 francs; canton Berne, 4735 francs; total, 7815 
francs; or only 15 per cent, from the insured. In 1894—5, mem- 
bership fees, 1366 francs; employers' contributions, 1703 francs; 
donations, 2970 francs ; canton Berne, 5000 francs ; other sources, 
616 francs; or a total of 11,665 francs, of which less than 12 
per cent, was contributed by the insured. Under the new plan, 
while the contributions from the insured were increased, so also 
were the benefits, necessitating a further increase of the state 
subsidy. This amounted to 7000 francs in 1895-6. The pro- 
portionate size of the contributions was not materially changed. 

In 1895-6 (July to July) the St. Gall system received about 
21,000 francs from premiums, about 28,300 francs from the 
state, then leaving a deficit of about 1750 francs. The pre- 
miums here amounted to 42.6 per cent, of the total contribu- 
tions. The final report for the remainder of the year 1896 is 
not at hand. At Bale the employers are compelled to contri- 
bute for each person insured in the first, second, and third group 
respectively 10, 15, and 20 centimes per week. The city bears 
all the expense of administration and contributes 25,000 francs 
in addition. 

The Swiss systems thus have the guarantee of the local gov- 
ernments, which take the initiative and bear the burden of the 
financial support. The Cologne system has the partial support 
of the local government and is entirely guaranteed by public 
organization. The Bologna bank is the sole guarantor of that 
system and only to the extent specified. It is especially pro- 
vided that the assistance is to continue forty days only in case 
of sufficient income from the funds appropriated. The Chicago 
company has the guarantee of the promoters of the enterprise 
based on private contract. That is, the association is a limited 
copartnership. The laws of incorporation in their existing form 
do not permit of its incorporation in any state. No better 
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evidence of its novelty could be adduced. The special guar- 
antee in this case is a guarantee fund as in the case of many 
insurance companies. 

A further comparison of advantages reveals points of inter- 
est. In the first place all of the systems make some pro- 
vision for securing employment for insured members when 
thrown out of work. The German and Swiss systems do this 
by means of local government bureaus. The Chicago associa- 
tion will work at first through several local employment bureaus 
and in time will organize a special department of its own to 
serve this purpose. In all such cases there is no additional 
expense to the workman insured, though refusal of suitable 
employment renders void further claims. Thus an important 
social as well as private function is performed. 

The superior advantages offered by the Chicago association 
in regard to sickness and accident have been mentioned. In 
case of death it also provides that the heirs of the insured are 
entitled to the total amount of monthly payments which have 
been paid in up to the date of the death. The only similar pro- 
vision is in case of the Cologne society, where, if a person dies 
or becomes permanently disabled before he is entitled to draw 
an allowance, he or his heirs shall be entitled to the subscrip- 
tions paid during the current year — a provision of much less 
advantage than the previous one. In regard to permanent dis- 
ability, provided for in the Cologne plan as above, the Chicago 
plan provides that for total disability from any cause not his 
own fault such beneficiary shall be entitled to the indemnity for 
a term of twelve months following the date of the beginning of 
the disability ; provided further that all monthly payments due 
during that twelve-month period, and any sum which he may 
have before received as indemnity, shall be deducted therefrom. 
At the end of this twelve-month period the contract is to be 
considered dissolved. 

There is a savings feature in the Chicago plan which offers 
great financial advantage to the insured over and above those 
given in the European systems. It is provided that at the end 
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of ten years from the date of his certificate of enrollment any 
beneficiary may cease payments, and after sixty days' notice to 
this effect may receive one-half the face value of all the money 
he has paid in as monthly payments, less any sum he may have 
received as indemnity. Upon similar conditions at the end of 
twenty years he is entitled to the entire sum paid in as monthly 
premiums. While this is less than the endowment life insurance 
companies agree to do, yet, considering the risks covered by the 
company, it is an additional feature of great attractiveness. 

The stipulations in regard to payment of dues are quite simi- 
lar. Delinquencies incur a forfeiture of all claims. The Chi- 
cago association provides for a system of fines as penalties for 
delinquencies of less than thirty days, after which all further 
claims are forfeited. 

There are certain other conditions of eligibility not yet men- 
tioned, such as age, previous period of employment, etc. At 
Berne any citizen of Switzerland, resident of Berne, was eligible 
to membership. At St. Gall all resident workmen receiving 
daily wages less than five francs, and not insured in other soci- 
eties offering equivalent advantages, were compelled to join. 
The system at Bale applied to resident workmen, native or for- 
eign, over fourteen years of age, not receiving more than 2000 
francs annually. Apprentices under eighteen years of age receiv- 
ing less than 200 francs annually were also exempted. The law 
applied to all industries subject to the Federal Factory Laws, 
and to the building trades. At Cologne, workmen eighteen years 
of age, domiciled at Cologne for at least two years, and not 
incapacitated for work, were eligible. Any workman more than 
fourteen years old was eligible at Bologna. The American asso- 
ciation insures only those who have been employed for the pre- 
vious six months and are between the ages of eighteen and fifty 
The arrival at this latter age is sufficient to terminate the con- 
tract. The plan thus fails to deal with one of the most potent 
causes of this form of invalidity. The internal organization of 
the systems presents many other points of interest, but further 
elaboration must be omitted. 
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As to experience, three societies alone furnish any data. 
Under the Berne plan 404 persons were insured during 1 893-4. 
Fifty of these became delinquent, 216 claimed benefits. For 
fifty-one of these employment was provided. The remainder 
drew benefits to the sum of 6835 francs, an average of 41 francs. 
In 1894-5 there were 390 insured, 226 applying for relief. 
Seven of these were given work. The remainder were given aid 
to the sum of almost 10,000 francs, an average of 45 francs apiece. 
In the following winter there were (in January) 768 insured, and 
248 drawing relief. The St. Gall system was more extensive in 
its application. In 1895-6 there were 3430 men insured, 2412 
upon a wage basis of three francs a day, 920 upon a wage basis 
of four francs a day, and ninety-eight upon a wage basis of five 
francs a day. There were more than 1100 delinquencies, to the 
sum of 4000 francs. There were 387 applicants for relief; 
twenty-eight found work, and 359 drew benefits amounting to 
almost 20,000 francs. The average was fifty-four francs sixty 
centimes. The results of the experience for the portion of the 
current year are not at hand. At Cologne 229 applied for insur- 
ance, nine of these being rejected as ineligible ; ninety -three 
claimed benefits, fifty-five of whom were given work. There 
were on February 10th thirty-eight in receipt of benefit. Dur- 
ing the entire winter relief to the amount of $445 was distributed 
among seventy-three beneficiaries. 

These results are hardly sufficient to afford a basis of gener- 
alization ; results of further experience will be awaited with 
interest. In time no doubt these organizations will have many 
imitators, in Europe based upon governmental aid, in America 
upon private enterprise. These pioneer efforts are certainly 
deserving of great credit and appreciative consideration. 
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